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Accord Energy (Trading) Limited

Directors’ report

The directors present their report and the audited financial statements of Accord Energy (Trading) Liruted (“the
Company”') for the year ended 31 December 2006

Business review and principal activities

The principal activity of the Company 1n the year was providing agency and arranging services to Accord Energy
Limuted for transactions 1n gas, electricity and related products including financially-settled instruments Both the level
of business during the year and the financial position of the Company at the year end were m hne with expectations and
the Directors believe that the present level of activity will be sustamed 1n 2007

Future developments

The Directors expect the Company to continue to provide agency and arranging services to Accord Energy Limuted for
the foreseeable future

Financial results and dividends

The profit and loss account 1s set out on page 7 Turnover 1n the year amounted to £7,650,000 (2005 £4,674,000) The
Company reported profit on ordinary activities after taxation of £696,000 (2005 £425,000) Retamed earnings
transferred to reserves were £696,000 (2005 £425,000) No dividends were paid or proposed 1n the year ended 31
December 2006 (2005 £ml)

Principal risks and uncertainties and key performance indicators (KPI’s)

The key business nsk and uncertamty affecting the management of the business and the execution of the company
strategy 1s the nsk of non-compliance with the Financial Services Authority regulatory requirements

The company’s directors believe that analysis using key performance indicators for the company 1s not necessary or
appropriate for an understanding of the development, performance or position of the busmess of Accord Energy
{Trading) Ltd

Financial risk management

The company's operations expose 1t to a number of financiai nsks Given the size and nature of the company these risks
are managed by the finance department i accordance with Group guidelines set by Centrica plc The principal financial
risk facing the company 1s credit nsk, which arises on intercompany balances and 1ts bank deposits Bank deposits are
only held with financial institutions which have been approved by Centrica plc

Directors

The following served as Directors during the year
Mr A Le Poidevin (appointed 21 April 2006)

Mr 1 A Mannan

Mr [ Wooed

Mr J S Ulrich

Mr N Dunn (resigned 21 Apnl 2006)




Accord Energy (Trading) Limited

Directors’ report (continued)

Directors’ interests in shares

(As defined by section 325 of the Companies Act 1985)

At no time during the year ended 31 December 2006 did any Director have any interests n the shares of the Company
or any other company within the Centrica group, except for interests 1, and options over, the shares of the ulimate

parent company, Cenirica plc

Details of the interests of Mr J S Ulnich m the shares, and options over shares, 1n the ultimate parent company, Centrica

plc, are shown m the 2006 Centrica plc Annual Report and Accounts

The directors with interests 1n and options over the ordmary shares of Centrica plc at the year end are as follows

Beneficial interest in ordinary shares

As at

31 December

2005*

Mr A Le Poidevin 109,587
Mr I Mannan -
MrI Wood 249,397

* or at date of appointment if later

Centrica Share Incentive Plan

As at

31 December

2005*%

Mr A Le Poidevin 1,197
Mr [ Wood 2,765

* or at date of appoimntment 1f later

Centrica Sharesave scheme

As at

31 December

2005*

Mr A Le Poidevin 9,118
Mr 1 A Mannan 8,823
Mr [ Wood 15,136

* or at date of appomtment 1if later

Acquired
during the
year

34,556
28,613

Options
granted
during the
year

530
739

Options
granted
during the
year

Disposed
during the
year

34,556
68,010

Options
exercised
during the
year

Options
exercised
during the
year

8,823

As at 31
December
2006

109,587

210,000

Options
lapsed
during the
year

Options
lapsed
durmng the
year

As at 31
December
2006

1,727
3,504

As at 31
Pecember
20006

9,318

15,336




Accord Energy (Trading) Limited
Directors’ report (continued)

Long-term Incentive scheme (LTIS)

Asat  Allocations Allocations  Allocations As at 31
31 December made vested during lapsed December
2005* during the the year during the 2006

year year
Mr A Le Poidevin 216,268 - - - 216,268
Mr I A Mannan 132,917 52,304 43,616 14,539 127,066
Mr I Wood 153,486 65,029 48,498 16,167 153,850

* or at date of appomntment if later

Total altocations as at 31 December 2006 shown above include allocations of shares that are subject to challenging
performance conditions Details of the operation of the LTIS are contamed m the 2006 Centnica plc Annual Report and
Accounts If, and to the extent that, the performance conditions are met, the relevant number of shares will be released
to the Directors at the Trustee’s discretion as soon as practicable thereafter

Centrica Executive Share Option scheme

As at Options

31 December granted during

2005* the year

Mr A Le Poidevin 775,065 -
Mr1 A Mannan 328,687 65,380
Mr I Wood 438,877 86,706

* or at date of appomntment if later

Options As at
exercised 31 December
during the year 2006
371,843 403,222
184,822 209,245

118,178 407,405

Options were granted under the terms of the ultimate parent company’s Sharesave scheme and ESOS, and allocations
made under the terms of the LTIS Details of these schemes and the Share Incentive Plan can be found 1n the 2006
Centrica plc Annual Report and Accounts, copies of which can be obtained from www centnca com The muddle
market price of a Centrica plc ordmary share on the last day of trading of 2006 (29 December) was 354 50 pence The
range during the year was 359 75 pence (high) and 248 25 pence (low) As at 31 December 2006, 12,255 shares and
4,009 shares (1 January 2006 ml and 2,591) were held by the respective Trustees of employee share trusts for the
purposes of the Long Term Incentive Scheme and the Share Incentive Plan As with other employees, the Directors are
deemed to have a potential interest 1n those shares, being beneficianes under the trust There were no contracts of
sigmficance duning or at the end of the financial year to which the Company 1s a party and in which any director 1s or

was matenally interested

Related party transactions

The Company has taken advantage of the exemptions within Financtal Reporting Standard 8 ‘Related party disclosures’
from disclosure of transactions with Centrica plc or other companies in the Centrica group There have been no

disclosable related party transactions durning the year (2005 £ml)

Creditor payment policy

The Company aims to pay all its creditors (of which none were trade creditors) promptly within the agreed contract

terms

Political and charitable donations

The Company made no pohtical or chantable donations during the year (2005 £ml)




Accord Energy (Trading) Limited
Directors’ report (continued)

Directors’ and officers’ liability
Directors’ and officers’ liability insurance has been purchased by the ultmate parent company, Centrica plc, and was n
place throughout the year under review

Statement of directors’ responsibilities

Company law requures the Directors to prepare financial statements for each financial year that give a true and fair view
of the state of affairs of the Company and of the profit or loss of the Company for that pertod The Directors are
required to prepare the financial statements on the gomg concern basis, unless 1t 1s 1nappropnate to presume that the
Company will continue 1n business

The Directors confirm that suitable accounting pohicies have been used and applied consistently with the exception of
the changes in accounting pohcy detailled m Note 2 They also confirm that reasonable and prudent judgements and
estimates have been made in preparmng the financial statements for the year ended 31 December 2006 and that
applicable accounting standards have been followed

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any tume
the financial position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 1985 They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregulanties

Auditors
In accordance with sectron 386 of the Companies Act 1985 (as amended), the Company has elected to dispense with the
obligation to reappoint auditors annually, and PricewaterhouseCoopers LLP will therefore continue 1n office

Thus report was approved by the Board on ao[ M W‘L/L\ /010 O 7

for and on behalf of
Centrica Secretanies Limited
Company Secretary

Registered Office
Millstream
Maidenhead Road
Windsor
Berkshire

SL4 5GD




Accord Energy (Trading) Limited

Independent auditors’ report to the members of Accord Energy (Trading) Limited

We have audited the financial statements of Accord Energy (Trading) Limated for the year ended 31 December 2006
which compnise the Profit and Loss Account, the Balance Sheet and the related notes These financial statements have
been prepared under the accounting policies set out theremn

Respective responsibilities of directors and auditors

The directors’ responsibihities for preparing the financial statements 1n accordance with applicable law and Umited
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibilities

Qur responsibility 15 to audit the financial statements 1n accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland) This report, including the opinion, has been prepared for and
only for the company’s members as a body n accordance with Section 235 of the Compamies Act 1985 and for no other
purpose We do not, 1n giving this opinion, accept or assume responsibility for any other purpose or to any other person
to whom this report 15 shown or into whose hands 1t may come save where expressly agreed by our prior consent in
writing

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared
mn accordance with the Companies Act 1985 We also report to you whether 1n our opinion the mformation given in the
Drrectors’ Report 1s consistent with the financial statements

In addition we report to you 1f, m our opinton, the company has not kept proper accounting records, 1f we have not
recerved all the information and explanations we requure for our audit, or 1f information specified by law regarding
directors’ remuneration and other transactions 15 not disclosed

We read the Directors’ Report and consider the tmplications for our report 1f we become aware of any apparent
musstatements within it

Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued by the

Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and \

disclosures 1n the financial statements [t also includes an assessment of the significant estimates and judgments made

by the directors 1n the preparation of the financial statements, and of whether the accounting policies are appropriate to |

the company’s circumstances, consistently applied and adequately disclosed }
\

We planned and performed our audit so as to obtain all the information and explanations which we considered

necessary n order to provide us with sufficient evidence to give reasonable assurance that the financial statements are |
free from matenal msstatement, whether caused by fraud or other irregularity or error In formung our opinion we also |
evaluated the overall adequacy of the presentation of information in the financial statements

Opmion
In our opimon

¢ the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the company’s affairs as at 31 December 2006 and of its profit for the year
then ended,

¢ the financial statements have been properly prepared 1n accordance with the Compames Act 1985, and

¢ the information given 1n the Directors’ Report 1s consistent with the financial statements

Preeshol Copn LT

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
London

22— Ml WoF 6 |




Accord Energy (Trading) Limited

Profit and Loss Account
For the year ended 31 December 2006

Turnover

Cost of sales

Profit on ordinary activities before taxation
Tax charge on profit on ordinary activities
Profit on ordinary activities after taxation

Retained profit transferred to reserves

Year ended Year ended

Note 31 Dec 2006 31 Dec 2005
£000 £000

7,650 4,674

1 (6,954) (4,249)
696 425

4 . -
696 425

8 696 425

All gains or losses for the year have been derived from continuing operations

There were no recogmsed gains or losses for the financial year other than as stated above

The related notes on pages 9 to 11 form part of these financial statements

There are no material differences between the profit on ordinary activities before taxation and the retamned profit for the

year stated above and their historical cost equivalent




Accord Energy (Trading) Limited

Balance Sheet as at 31 December 2006

*as restated

2006 2005
Note £ 000 £000
Current assets
Debtors (amounts falling due within one year) 5 70 61
Cash at bank and mn hand 1,901 1,214
1,971 1,275
Creditors (amounts falling due within one year) 6 - -
Net current assets 1,971 1,275
Total assets less current Liabilities 1,971 1,275
Net assets 1,971 1,275
Capital and reserves
Called up share capital 7 850 850
Profit and loss account 8 1,121 425
Shareholders’ funds 9 1,971 1,275

The financial statements were approved and authonsed for 1ssue by the Board of Directors on 2‘? ] 6 / 0:}
and were signed on 1ts behalf by

lQuroraed

Ian Wood
Director

The related notes on pages 9 to 11 form part of these financial statements

* As detailed in the Changes 1n Accounting Policy in Note 2




Accord Energy (Trading) Limited
Notes to the accounts

1 Principal accounting policies
These financial statements are prepared on the gong concern basis, under the historical cost convention, 1n
accordance wath the Companies Act 1985 and applicable Umted Kingdom Accounting Standards (Unuted
Kingdom Generally Accepted Accounting Practice), all of which have been consistently applied with the
exception of the changes 1n accounting policy detailed 1n Note 2 The pnincipal accounting policies are set out
below

Exemptions

As the Company’s voting rights are controlled by Centrica ple (the ultimate parent company), and the

Company’s shares are not quoted on a recogmsed public exchange, the Company has taken advantage of the

exemptions within

(a) Financial Reporting Standard 1 “Cash flow statements’ from presenting a cash flow statement,

(b) Financial Reporting Standard 8 ‘Related party disclosures’ from disclosure of transactions with
Centrica plc or other companies 1n the Centrica Group

Turnover

Turnover, which excludes value added tax, represents the value of amounts charged to Accord Energy Limited
for services provided, which represents a mark up of 10% on costs incurred  All of the turnover anses n the
United Kingdom

Cost of sales

Cost of sales relate to costs borne by Accord Energy Limuted 1n relation to regulated activities These costs are
then recharged to the Company Costs recharged te the Company contain employee costs for individuals who
are employed by Accord Energy Limuted Details of recharged employee costs are included m note 3 The
Company has no employees (2005 ml)

Auditor’s remuneration of £9,500 {2005 £9,500) 1s borne by the immediate parent, Accord Energy Limated,
and 1s not recharged

Taxation !
Current tax, including UK corporation tax, 1s provided at amounts expected to be pa:d (or recovered) usmg
the tax rates and laws that have been enacted or substantially enacted by the balance sheet date Deferred tax 15
recognised n respect of all tmung differences that have onginated but not reversed at the balance sheet date
where transactions or events that result in an obhgation to pay more tax in the future or a right to pay less tax in
the future have occurred at the balance sheet date Tumng differences are differences between the company's
taxable profits and 1its resulis stated in the financ:al statements that anse from the inclusion of gains and losses
1n tax assessments i peniods different from those in which they are recogmised in the financial statements A
net deferred tax asset 15 regarded as recoverable and therefore recogmised only when, on the basis of all
available evidence, 1t can be regarded as more likely than not that there wtll be suitable taxable profits in the
foreseeable future from which the reversal of the underlymg timung differences can be deducted Deferred tax 1s
measured at the average tax rates that are expected to apply in the periods 1in which the hming differences are
expected to reverse, based on tax rates and laws that have been enacted or substantively enacted by the batance
sheet date Deferred tax 1s measured on a non-discounted basis

2 Changes in accounting policy
As at 31 December 2005 the mtercompany balances between Accord Energy (Trading) Ltd and Accord Energy
Ltd were shown gross These amounts have been restated in order to show the presentation net as the
mtercompany amounts are settled net i practise and there 1s a service level agreement between the companies
stating that amounts shall be settled net The effect as at 31 December 2005 1s to reduce both intercompany |
debtors and creditors by £616,000 |




Accord Energy (Trading) Limited
Notes to the accounts (continued)

3 Directors’ and employee information

The company has no employees Costs attnbuted to employees seconded to the Company under the terms of the service
level agreement with Accord Energy Limuted are £3,916,000 (2005 £2,800,000) and are mncluded within a management
charge The remuneration of those employees 1s included within the financial statements of Accord Energy Limited

None of the Directors received any remuneration for his services to the Company dunng the year

4 Taxation
2006 2005
£000 £000
The tax charge comprises
UK corporation tax - -
Deferred tax - -
The differences between total current tax shown and the amount calculated by applying the standard rate of UK
corporation tax to profit before tax 1s as follows
2006 2005
£ 000 £000
Profit on ordinary activities before tax 696 425
UK corporation tax at 30% 209 128
Tax on imputed interest - 9
Group rehef for ml consideration (209) (137
Total current tax - -
5 Debtors (amounts falling due within one year)
*as restated
2006 2005
£ 000 £000
Amounts owed by group undertakings 70 61
70 61
* As detailed in the Changes 1n Accounting Policy 1n Note 2
6 Creditors (amounts falling within one year)
*as restated
2006 20035
£ 000 £000
Amounts owed to group undertakings - -

* As detailed 1n the Changes in Accounting Policy 1in Note 2
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Accord Energy (Trading) Limited

Notes to the accounts (continued)

7 Called up share capital

2006 2005
£000 £000
Authorised share capital
As at 1 January 850 -
Issued 1n the year - 850
850,000 ordinary shares of £1 each as at 31 December 850 850
2006 2005
£000 £000
\ Allotted and fully paid share capital
! Asat 1 January 850 -
‘ Allotted m the year (849,999 shares for an aggregate
\ value of £349,999) - 850
850,000 ordinary shares of £1 each as at 31 December 850 850
8 Reserves
2006 2005
£000 £ 000
Profit and loss account
As at 1 January 425 -
Transfer to profit and loss account for the year 696 425
As at 31 December 1,121 425
9 Movements in shareholders’ funds
! 2006 2005
| £000 £000
\ Shareholders’ funds as at 1 January 1,275 -
Share capital 13sued - 850
Profit on ordmary activities after taxation for the year 696 425
Shareholders’ funds as at 31 December 1,971 1,275

10  Ultimate parent company

The Directors regard Accord Energy Limuted as the immediate parent company, and Centrica plc, a company
registered in England and Wales, as the ultumate parent company as at 31 December 2006 Centrica plc 15 the
only company to consolidate the accounts of the Company and copies of the Annual Report and Accounts of
Centrica ple may be obtained from www centrica com

11




